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DOMESTIC CORPORATIONS. 
ALABAMA. 


RIGHT TO VOTE STOCK RECOVERED FOR NON-PAYMENT. “The 
stock purchased by the corporation to enforce its statutory lien becomes treasury 
stock, and, as such, is not entitled to be voted” at an election of directors. Walsh v. 
State, 74 So. 45. 


REMOVAL OF DIRECTORS. ‘A director cannot be suspended or removed 
from office until the end of his term, at least without cause. If unlawfully removed 
from office, he is entitled to be reinstated in an appropriate action to test the title 
to the office of director.” Walsh v. State, 74 So. 45. 


NOTICE OF STOCKHOLDERS’ MEETING. “The directors are the proper 
officers to cause to issue and be given the legal notice of the time and place of a stock- 
holders’ meeting when the by-laws do not designate the same.” Walsh v. State, 
Walsh v. State, 74 So. 45. 


EFFECT OF IRREGULARITY IN CONSOLIDATING CORPORATIONS. 
An insurance company is prohibited from consolidating with a non-insurance com- 
pany. After a merger agreement between such companies was made, and articles 
of consolidation were partially adopted, the non-insurance company amended its 
charter so as to remove the objection of dissimilarity in purposes. This belated 
action made the consolidation irregular, but the result is a de facto corporation. 
The irregularity is such as the State alone can complain of. Alabama Fidelity 
Mortgage & Bond Co. v. Dubberly, 73 So. 911. 


TIME FOR HOLDING ANNUAL MEETING OF STOCKHOLDERS. 
“‘When the by-laws of the corporation provide that the directors shall be elected 
at an annual meeting of stockholders to be held on a designated date, and that the 
officers and directors then and thus elected shall hold office for one year and until: 
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their successors are elected can an election for officers be held on another date, 
where the annual election was not called or held by reason of the failure of the 

directors or other officials whose duty it was to issue the call therefor?”” The Su- 

preme Court of Alabama holds that it may be so held, and that as the directors failed 

upon request of stockholders to call such a meeting, mandamus will be awarded & 
to compel them to issue a call therefor. The annual election in the instant case 

was prevented by a great storm that devastated Mobile on the day fixed for the 

meeting by the by-laws. Walsh v. State, 74 So. 45. 


CALIFORNIA. 


AFFIXING THE WORD “*TRUSTEE”’ TO THE NAME OF THE HOLDER : 
OF SHARES of corporate stock “‘does not, in and of itself, impart to anyone dealing e 
with such holder that he is not the owner of the stock, or at least, that he has not 
authority to sell or hypothecate it.”” The State Supreme Court so decided upon 
authority of two earlier California cases, with respect to which the court says: “Even 
if we were inclined to question the soundness of these decisions, they must be con- 
sidered as establishing a rule of property, on the faith of which, no doubt, many 
transactions have been entered into. Under these circumstances, a change of 
decision is precluded by the doctrine of stare decises.’"” ‘he court ‘further holds 
that the fact that the holder is in financial difficulties, and that he requests that 
the transaction remain undisclosed would not necessarily raise a suspicion that 
the holder is not the owner of the stock. Consequently.a pledge of the stock 
by the “trustee” holder is valid against a claim by the beneficial owner. North- 
western Portland Cement Co. v. Atlantic Portland Cement Co., 163 Pac. 47. 


CONNECTICUT. 


EFFECT OF DISSOLUTION ON LEASE. A corporation, after entering 
into a lease, was dissolved before the commencement of the term. Dissolution 
did not terminate the lease but rendered the corporation liable to the lessor for 
anticipatory breach of the contract. In re Mullings Clothing Co., 238 Fed. 58. 


DELAWARE. 





IMPORTANT CHANGES IN THE CORPORATION LAWS. The 1917 
Legislature made a number of important amendments to Chap. 65 of the Revised 
Code. These amendments went into effect on March 20, 1917. Briefly sum- 
marized the important ones are as follows: 


OBJECTS AND PURPOSES. In Section 1 the words “‘object”’ and “‘purpose,”’ 
have been changed to “‘objects’’ and “‘purposes.”” The effect of this is merely to e 
make plain the prior intent of the law that a Delaware corporation may have more 
than one purpose. 





BANKING POWERS DEFINED. Section 4 as amended omits the words 
“of buying gold and silver bullion.’”” These powers were formerly denied to cor- 
porations organized under provisions of Chapter 65. 
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STOCK WITHOUT PAR VALUE. Section 4a, an entirely new section, 
provides for the issue of shares without par value. For purposes of taxes non-par 
value shares are taken to have a par value of $100 each. 


CORPORATE NAME. Asamended, Section 4, paragraph 1, authorizes use of 
the abbreviation, “Co.” or “Inc.” in corporate names. 


CAPITAL STOCK. Paragraph 4 of section 5 has been changed so as to add 
description of a non-par value issue. 


QUALIFICATIONS OF DIRECTORS. Section 9 is re-enacted with omission 
of the requirement that a director “shall own in his own right not less than three 
shares of capital stock.” 


PREFERRED STOCK. Amendments to section 13 remove limitations on 


preferred stock so that such stock may now be issued in any amount and for any 
rate of interest. 


CERTIFICATES OF SHARES. Sec. 15. Certificates may now be issued 
without bearing the corporate seal. 


VOTING POWER OF STOCKHOLDERS. Section 17 has veen amended 
so as to require a statement of voting rights to be made in the certificate of incor- 
poration. The statute now expressly states that cumulative voting may be pro- 
vided for in the certificate of incorporation. 


STOCKHOLDERS’ LIABILITY. Section 20 has been amended so as to 
include a provision that in case of stock without par value, liability shall be limited 
to the unpaid balance of the consideration for which such stock was issued. 


SUBSCRIPTIONS TO STOCK. Section 21 has been changed so as to con- 
form with the non-par value requirements. Any doubt heretofore existing as to 
the necessity of securing the authority of stockholders for the issuance of stock 
has been removed by vesting that power distinctly in the directors. To this end 
section 27 is repealed. 


AMENDMENTS. Former difficulties incident to amendments have been 
removed by changes in section 26. 


DIVIDENDS. Section 35 has been changed so as to make provision for non-par 
value stock. Former inconsistent expressions have also been removed from this 
section. 


DISSOLUTION. Section 39 now provides that a certificate of dissolution 
shall be recorded in the office of the Recorder of Deeds. 
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SALE OF ASSETS. By a new section, 64a, provision is made for sale, lease 
or exchange of a corporation’s entire assets by the directors, upon consent of the 
holders of a majoirty of the stock. 


FORFEITURE OF CHARTER. New provisions have been enacted in place a q 
of the former contents of section 67. A judicial procedure for forfeiture must be 
had in a manner specifically set forth. 


CHANGE OF PRINCIPAL OFFICE AND OF RESIDENT AGENT. Sec- 
tion 79 has been elaborated so as to make requirements as to these changes more 
specific. 





WAIVER OF NOTICES. Section 80 now includes notices required by the 
certificate of incorporation or by-laws, in addition to those required by provisions 
of the Chapter, as being subject to the waiver provisions therein set forth. This 
is for the purpose of making all waivers valid whether signed before or after a meeting. 


Sections 86, 87, 88 and 89 have been repealed in order to remove inconsistencies. 


Features and requirements of the Delaware law as thus amended are set forth 
in convenient form in our pamphlet, entitled “Business Corporations under the 
Laws of Delaware.”’ Our nearest office will furnish a copy to attorneys upon request. 


ILLINOIS. 


COLLECTION OF SUBSCRIPTION AFTER NON-USER OF FRAN- 
CHISE. A corporation, though still in existence, which has disposed of its property 
and has no indebtedness, cannot recover on an unpaid subscription of stock in order 
to distribute the amount thereof among other stockholders. Wicks Stone Co. v. 
Dickerson, 115 N. E. 176. 











MARYLAND. 


EXCESSIVE SALARIES. RIGHTS OF MINORITY STOCKHOLDERS. 
The order of the District Court reducing the salaries of officers of the Sherwood 
Distilling Company at the instance of a minority stockholder (Heublein v. Wight, 
227 Fed. 667, Corporation Journal, p. 109) is affirmed by the United States Circuit 
Court of Appeals. This court says in part: “It is obviously’ not the province 
of a court of equity to act as the general manager of a corporation or to assume the 
regulation of its internal affairs. If the chosen directors, without interests in conflict 3 
with the interest of stockholders, act in good faith in fixing salaries or incurring bs) 
other expenses, their judgment will not ordinarily be reviewed by the courts, however 7 
unwise or mistaken it may appear; but this is far from saying that equity will refuse 
to redress the wrong done to a stockholder by the action or policy of directors, 
whether in voting themselves excessive salaries or otherwise, which operates to their 
own personal advantage, without any corresponding benefit to the corporation under 
their control.” Wight v. Heublein, 238 Fed. 321. 
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NEW JERSEY. 


REDUCTION OF CAPITAL STOCK. CHANGE OF CONTROL FROM 
COMMON TO PREFERRED STOCKHOLDERS. A resolution adopted. by 
S ® holders of ninety-eight per cent. of the preferred and ninety-seven per cent. of the 
common provided for reduction of the capital stock of the American Malting Com- 
pany from $28,940,000, divided into 144,400 preferred shares and 145,000 common 
shares to an authorized capital of $15,000,000, consisting of 90,000 preferred and 
60,000 common.shares. Certain stockholders brought suit to have this resolution 

annulled and the corporation restrained from carrying it into effect. 
: The Chancellor denied relief on condition that the corporation turn over to 
5 L the complainants so much of the new issue as would make their proportionate share 
thereof equal to their proportionate share of the old issue and that the corporation 
furnish a bond to save them harmless from any and all claims, demands or damages 
by reason of any assessment on the additional shares of the stock to be delivered 
in compliance with the offer by reason of the non-payment in full of the par value 
thereof according to law. This order is affirmed. Morganstern vs. American 
Malting Co. (N. J. Court of Errors and Appeals, March 5, 1917}, not yet officially 

reported. 


DIRECTORS SHOULD ACTUALLY APPRAISE PROPERTY taken in 
payment for shares of stock. Enright v. Heckscher (U. S. Circuit Court of Appeals, 
o } Second Circuit, March, 1917), not yet officially reported. 


DISQUALIFICATION OF INTERESTED DIRECTOR. “A director whose 
interest in a matter disqualifies him from voting upon a resolution concerning it 
cannot, according to the better opinion, be counted for the purpose of ascertaining 
whether a quorum is present when the vote is taken. A director so disqualified by 
personal interest loses, p70 hac vice, his character as a director, and so cannot be 
counted.” Enright v. Heckscher (U. S. Circuit Court of Appeals, Second Circuit, 
March, 1917), not yet officially reported. 


o) & LIABILITY ON STOCK ATTEMPTED TO BE PAID FOR BY OVER- 
VALUED PROPERTY. The capital stock of a New Jersey corporation was 
increased from $2,000,000 to $3,000,000. The $1,000,000 of new stock was voted 
by the directors to M, also a director, in payment for mineral licenses and locations 
for which he paid $880. M returned the stock to the treasury of the corporation to 
be sold by it for the purpose of raising additional working capital. Negotiations 
had already been closed by which C. & Co. agreed to purchase this $1,000,000 
“full paid and non-assessable stock” for $500,000. One-half of this stock was 
subsequently purchased by H, who knew or was charged with notice of the facts 
as to the method of payment for the stock. The corporation became bankrupt and 
H is held liable to the trustee in bankruptcy in the sum of $250,000, that being the 
difference between the face value of his stock and the amount previously paid 
thereon. Under the laws of New Jersey stock can be originally issued for property 
purchased only to the amount of what is honestly deemed by the directors to be 
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the value of the property. Stock turned back to the corporation “‘as treasury stock” 
may be sold at the best price that can be obtained by it and purchasers are not 
liable beyond the agreed price even to creditors. 

But this principle assumes that the stock was once legally issued as full paid 
and has no application where it has not been so issued, and liability is asserted against 
a person who knows or should know the facts. Enright v. Heckscher (U. S. Circuit 
Court of Appeals, Second Circuit, March, 1917), not yet officially reported. 


IMPORTANT AMENDMENTS TO NEW JERSEY CORPORATION LAWS. 
Two new laws of interest passed by the 1917 Legislature are printed in full as 
follows: 


Chap. 195, Laws of 1917. An Act concerning the corporations of this State. 


Be it Enacted by the Senate and General Assembly of the State of New 
Jersey: 


1. Any corporation formed under any law of this State may purchase prop- 
erty, real and personal, and, except as hereinafter is prohibited, the stock of any 
other corporation necessary or desirable for its business, and pay therefor in cash or 
its equivalent, or in the capital stock of the purchasing corporation to the amount 
of the value thereof, and the stock so issued shall be full paid stock and not liable 
to any further call; and any such corporation may also issue stock for the amount 
it actually pays for labor performed; provided, that when property or stock is 
purchased the purchasing corporation shall receive in property or stock what the 
same is reasonably worth in money at a fair bona fide valuation; and provided 
further, that no fictitious stock shall be issued. 


2. No such corporation engaged in trade or commerce shall acquire, directly or 
indirectly, the whole or any part of the stock or other share capital of another cor- 
poration also engaged in trade or commerce, where the effect of such acquisition 
may be to substantially lessen competition between the corporation whose stock is 
so acquired and the corporation making the acquisition, or to restrain such trade 
or commerce in any section or community, or tend to create a monopoly of any line 
of trade or commerce. 


No such corporation shall acquire, directly or indirectly, the whole or any part 
of the stock or other share capital of two or more corporations engaged in trade or 
commerce where the effect of such acquisition, or the use of such stock by the voting 
or granting of proxies or otherwise may be to substantially lessen competition between 
such corporations, or any of them, whose stock or other share capital is so acquired, 
or to restrain trade or commerce in any section or community, or tend to create 
a monopoly of any line of trade or commerce. 


Nothing in this section contained shall apply to corporations subject to the 
jurisdiction of the Public Utilities Act, approved April twenty-first, one thousand 
nine hundred and eleven, and the Acts passed supplemental thereto, nor .to cor- 
porations purchasing such stock solely for investment and not using the same by 
voting or otherwise to bring about, or in attempting to bring about, the substantial 
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lessening of competition. Nor shall anything contained in this section prevent a 
corporation engaged in trade or commerce from causing the formation of subsidiary 
corporations for the actual carrying on of their immediate lawful business, or the 
natural and legitimate branches or extensions thereof, or from owning and holding 
all or a part of the stock of such subsidiary corporations, when the effect of such 
formation is not to substantially lessen competition. 


3. Subject to the foregoing provisions of this Act: 

Any corporation may purchase, hold, sell, assign, transfer, mortgage, pledge or 
otherwise dispose of the shares of the capital stock of, or any bonds, securities or 
evidences of indebtedness created by any other corporation or corporationg of this 
or any other State or any foreign country, and while owner of such stock may exer- 
cise all the rights, powers and privileges of ownership, including the right to vote 
thereon. 


4. Nothing contained in this Act shall be held to affect or impair any right here- 
tofore legally acquired. 


5. If any part or parts of this Act shall be declared to be invalid or uncon- 
stitutional. the other parts thereof shall not thereby be affected or impaired. 


6. Section forty-nine of the Act entitled “An Act concerning corporations 
(Revision of 1896),’’ as amended by an Act entitled “‘A further supplement to an 
Act entitled ‘An Act concerning corporations (Revision of 1896),’ approved April 
twenty-first, one thousand eight hundred and ninety-six,’’ for the purpose of amend- 
ing section forty-nine thereof, which amendment was approved February nineteenth, 
one thousand nine hundred and thirteen, and section fifty-one of the Act entitled 
“‘An Act concerning corporations (Revision of 1896),’’ as amended by an Act entitled 
“‘An Act to amend an Act entitled ‘An Act concerning corporations (Revision of 
1896),’ approved April twenty-first, eighteen hundred and ninety-six, which amend- 
ment was approved February nineteenth, one thousand nine hundred and thirteen,” 
and as further amended by chapter 114 of the Laws of 1915, and all other Acts and 
parts of Acts inconsistent herewith be and the same are hereby repealed. 


7. This Act shall take effect immediately. 
Approved by Governor, March 28, 1917. 


Chap. 194, Laws of 1917. Am Act to amend an Act entitled “A further supple- 
ment to the Act entitled ‘An act for punishment of crimes (Revision of 1898),’” 
approved February nineteenth, nineteen hundred and thirteen. 


Be it Enacted by the Senate and General Assembly of the State of New 
Jersey: 


1. The Act entitled “A further supplement to the Act entitled ‘An Act for the 
punishment of crimes (Revision of 1898),’ ”’ is hereby amended to read as follows: 


It shall be unlawful for any person, firm, corporation or association engaged in 
commerce or trade, in the course of such commerce or trade, either directly or in- 
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directly, to discriminate in price between different purchasers of commodities, 
which commodities are sold for use, consumption or resale within this State, where the i 
effect of such discrimination is to substantially lessen competition or tend to create 
a monopoly in any line of commerce or trade; provided, that nothing herein con- 
tained shall prevent discrimination in price between purchasers of commodities on 
account of differences in the grade, quality or quantity of the commodities sold, or 
that makes only due allowance for difference in the cost of selling or transportation, 
or discrimination in price in the same or different communities made in good faith 
to meet competition; and provided further, that nothing herein contained shall 
prevent persons engaged in selling goods, wares or merchandise in commerce or 


trade from selecting their own customers in bona fide transactions and not in restraint 
of trade. 





2. Any person, firm or corporation or association violating this Act shall be 


guilty of a misdemeanor, and on conviction thereof shall be punished accordingly. 
3. All Acts and parts of Acts inconsistent herewith are hereby repealed. 
4. This Act shall take effect immediately. 


Approved by Governor, March 28, 1917. 


NEW YORK. 


CHANGE OF NAME. An application for change of name of the “Baumann 
Furniture Co., Incorporated,” recited that use of the name “Baumann” resulted in 
confusion in delivering of mail and loss of customers, because others in the trade 
used the same name. The petition was granted permitting change to “Robert 
Baumann Furniture Company, Incorporated.”” Subsequently it was disclosed that 
injunction had been granted against use by petitioner of its original title. The 
order granting change is vacated. An application for change of name should “fully 
and fairly state all the facts relating to the subject matter involved, and attorneys 
should see to it that, so far as they know, no material facts are suppressed.”” In re 
Baumann Furniture Co., 163 N. Y. Supp. 360. 





SIMILARITY OF CORPORATE NAMES. Upon its organization the 
“Wheeler Syndicate, Inc.”” adopted resolutions voting some of its stock to John N. 
Wheeler for a business turned over to it by Mr. Wheeler and for “the use of his 
name by this company.’’ Mr. Wheeler was present, as one of the directors, at the 
meeting at which the resolution containing this statement was adopted and signed 
the minutes as secretary. Subsequently Mr. Wheeler sold his stock and organized 
a corporation to do a similar business under the name of “John N. Wheeler, Incor- 
porated”. Injunction against the use of this name is granted. Mr. Wheeler is 
| under a special contract obligation to the “Wheeler Syndicate, Inc.” Moreover, 
; the court will apply the equitable principle that a new corporation organizing to 
do business similar to the business of an existing corporation must avoid the adoption 
of a name so similar that under all the circumstances it will cause such confusion 
and mistakes as to amount to unfair trade competition. Wheeler Syndicate, Inc. 
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v. Wheeler, et al. (N. Y. County Supreme Court, Special Term, Part III, March 
15, 1917). 


STOCKHOLDER’S RIGHT TO ACCOUNTING. A stockholder in an old 

& company who stayed out of a general sale of its stock which resulted in the transfer 
of the company’s business to a new corporation, is entitled to an accounting from 

the new company. Logan v. New York Sugar Refining Co., 163 N. Y. Supp. 214. 


DURATION OF OPTION TO PURCHASE STOCK. An option to purchase 
stock “at any time’? means within a reasonable time. An attempt to exercise it 
more than ten years after it was given is barred. Gideon v. Hinds, 238 Fed. 140. 


) ® PAYMENT FOR STOCK BY FUTURE SERVICES AND PERSONAL 
STANDING. Stock may be issued for property or work due, but not for services 
to be performed as president or because the holder’s business and financial standing 
would give credit to the company. B. & C. Electrical Const. Co. v. Owen, 163 N. Y. 
Supp. 31. 
LIABILITY FOR WORK PERFORMED BEFORE INCORPORATION. 
Payments for labor performed before incorporation by order of one who became 
president of the company constitutes a ratification of the contract by the corporation. 
Galdieri & Co. v. Arthur Waist Co., 163 N. Y. Supp. 154. 

) INCREASE IN FEES. Chapter 69. Laws of 1917, in effect July 1, 1917. increases 
the fee for filing the original certificate of any stock corporation other than a railroad 
from ten to twenty-five dollars, and adds the following—‘‘for filing a consent to, or 
certificate of, increase of capital stock, pursuant to either section six or sixty-three 
or sixty-four of the stock corporation law, ten dollars; for filing a certificate of 
merger, pursuant to section fifteen of the stock corporation law, twenty-five dollars; 
for filing an agreement for the consolidation of two or more railroad corporations, 
fifty dollars; for filing an agreement for the consolidation of two or more corpora- 
tions other than railroad corporations, twenty-five dollars; for filing an amended 

certificate of incorporation, pursuant to either section seven of the general cor- 

} & poration law or section eighteen or twenty-two of the stock corporation law, ten 
dollars; for filing a certificate of change of number of directors, pursuant to section 
twenty-six of the stock corporation law, ten dollars; for filing a certificate of re-or- 
ganization, pursuant to section nine of the stock corporation law, twenty-five 


dollars; for filing a certificate of extension or revival of corporate existence, twenty- 
five dollars.” 


} 4 PENNSYLVANIA. 


LABOR LAWS APPLY TO CORPORATIONS EMPLOYING THEIR OWN 
STOCKHOLDERS the same as to other corporations. There is no apparent 
reason why labor of this kind should not enjoy the benefits of a statute requiring 
“reasonable and adequate protection for the life, health, safety and morals of all 
persons” employed. Opinion of Attorney General, 4 Corp. Rep. 417. 
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TEXAS. 


OVER-VALUATION OF PROPERTY AS CAUSE FOR REFUSAL TO 
GRANT CHARTER. An application for a charter alleged that the proposed 
corporation would have an authorized capital of $150,000, that one-half of this 
amount had been paid in cash or its equivalent, and that a certain patent was 
included at a value of $64,050. The Secretary of State would not accept the patent 
at this value and refused to grant the charter. Mandamus is denied. The statute 
lodges a discretion in the Secretary of State to refuse to file and record a charter 
when the stockholders have failed to furnish satisfactory evidence to him that the 
full amount of the authorized capital stock has been in good faith subscribed and 
50 per cent. thereof paid in cash, or its equivalent. Beach v. McKay, 191 S. W. 557. 


WASHINGTON. 


PRESUMPTION THAT HOLDER OF STOCK IS SUBSCRIBER. There 
is a presumption that a holder of stock is a subscriber and that he is consequently 
liable thereon unless payment has been made. The burden is not upon a corporate 
creditor to prove by a preponderance of the evidence that one who holds corporate 
stock is not holding it as collateral security. “It is upon the holder to prove by 


clear and convincing evidence that the stock does not speak the truth of owner- 
ship.” Ronald v. Schoenfeld, 162 Pac. 43. 


FOREIGN CORPORATIONS. 


‘ 


DOING BUSINESS. Executing a mortgage in Alabama on property in Ala- 
bama to secure an indebtedness to a foreign corporation, does not constitute doing 
business in Alabama by the foreign corporation so as to require its qualification. 
“The act of executing the mortgage is the act of the mortgagor, and is a mere inci- 
dent to the transaction, and could not become effective until its delivery to the 
mortgagee.”” Covey Cotton Oil Co. v. Bank of Ft. Gaines, 74 So. 87. 


CALIFORNIA. 


“DOING INTRASTATE BUSINESS.’” ANNUAL LICENSE. Sec. 4c. 190 
Stats. 1915, requires every corporation “now doing intrastate business in this 
State, to procure annually from the Secretary of State a license authorizing the 
transaction of such business in this state, and to pay therefor the license tax prescribed 
herein.”” A railroad which begins and ends in Nevada, but which maintains its 
general offices at Los Angeles is “doing an intrastate business” in California in the 
sense of this act. At this office the corporation held its directors’ meetings, kept its 
books, made deposits and disbursements and purchased supplies. Bullfrog, Gold- 
field, R. Co. v. Jordan, 163 Pac. 40. 
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MINNESOTA, 


IMPORTANT LEGISLATION. Section 6206, Gen. Statutes, 1913, has been 
amended by the 1917 Legislature, so that residence in the state and maintenance of 
an office or place of business therein is sufficient qualification of the agent for service 

, of process appointed by a foreign corporation. Provisions are also added for filing 
. changes in place of residence or office of such agent. These amendments, in effect 
March 3, 1917, remove any question as to the necessity of having the agent of a 
foreign corporation reside in the same county in which the business office of the 

company is located. 


p 6 APPOINTMENT OF RECEIVER. R. L. 1905, Sec. 3173 authorizing the 
appointment of a receiver of “‘the stock, property, things in action and effects” of 
a company applies to property in the state belonging to a foreign corporation. 
Rittle v. J. L. Owen Mfg. Co., 161 N. W. 401. 


MISSOURI. 


SUBSEQUENT COMPLIANCE DOES NOT AVOID PENALTIES. Foreign 
corporations which “‘do business” in Missouri and which fail to qualify under the 
statutory requirements are subject to a fine of $1,000 and cannot “maintain any suit 

, or action, either legal or equitable,’ in any of the courts of the State “upon any 
demand, whether arising out of contract or tort.” (R.S. 1909, section 3040.) After 
opening an office in the state, taking out a fidelity bond against defalcations by its 
manager and after losses accrued upon the bond, the corporation secured a license 
as a foreign corporation. Before action was brought against the surety company upon 
the bond, the corporation complied with the foreign corporation statute. This 
action was taken too late to enable the corporation to recover. To permit such 
“belated action” to “‘cover past neglect” would allow “‘force to the statute only in 
those instances where the offending corporation was compelled to seek assistance 
from the courts.”” M. A. Kelly Broom Co. v. Missouri Fidelity & Casualty Co., 


» # 191 S. W. 1128. 


DOING BUSINESS. A company shipped brooms into Missouri and sold 
them from an office there. “In doing that business it Lecame necessary to employ 
an agent, and to assure his fidelity it was prudent and in keeping with reasonable 
business methods to take from defendant a surety bond, and it did so by procuring 
the one in controversy. We think in such circumstances that obtaining the bond 
from defendant was a part of the business it was doing, and that in obtaining it 
plaintiff was prosecuting or doing the business for which it was incorporated.” 
Having failed to qualify at the time the bond was secured, it cannot recover upon 
it against the surety company. M.A. Kelly Broom Co. v. Missouri Fidelity & 
Casualty Co., 191 S. W. 1128. 
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CHANGE OF NAME. A corporation which changes its name, may sue in its 
new name on a contract entered into in its old name. An allegation that it entered 
into the contract by its former name is sufficient. W. T. Rawleigh Co. v. Grigg, 
191 S. W. 1019. 


NEW YORK. 


SERVICE OF PROCESS. “DOING BUSINESS.” - Te principal office 
of the Susquehanna Coal Company, a Pennsylvania corporation, is in Philadelphia. 
It has a branch office in New York, which is in charge of a “‘sales agent."’ named 
Peterson. A suite of offices is maintained in the Equitable Building and the sign 
on the door is “Susquehanna Coal Company, Walter Peterson, sales agent.”” The 
salesmen meet daily and receive instructions from their superior. All sales in New 
York are subject, however, to confirmation by the home office in Philadelphia. 
All payments are made by customers to the treasurer in Philadelphia; the salesmen 
are without authority to receive or endorse checks. A bank account in the name of 
the company is kept in New York and is subject to Peterson’s control, but the pay- 
ments inade from it are for the salaries of employees, and for petty cash and dis- 
bursements incidental to the maintenance of the office. ; 

The Court of Appeals holds that to do these things is to do business within 
New York in such a sense as to subject the corporation to the jurisdiction of the 
courts of New York and to render service of process upon its sales agent valid and 
binding service upon the corporation. This jurisdiction does not fail because the 
cause of action sued upon has no relation in its origin to the business transacted in 
New York. It is not necessary to show that express authority to accept service 
was given to the sales agent. “His appointment to act as agent within the state 
carried with it implied authority to exercise the powers which under our laws attach 
to his position.”” Tanza v. Susquehanna Coal Co., (N. Y. Court of Appeals, March 
6, 1917), not yet officially reported. 





SERVICE OF PROCESS. “DOING BUSINESS.”’ The Philadelphia & 
Reading Railway Company is not “doing business’’ in New York so that process 
served upon it there is valid. It appears that no part of the company’s railroad 
is situated in New York. It sends loaded freight cars into the state by connecting 
carriers. The Central Railroad of New Jersey acts as a connecting carrier and at 
its terminal at the foot of W. 23rd St., New York City are signs bearing the name 
“Philadelphia & Reading,” “P. & R.”’ or ““Reading,”’ and like signs of the “B. & O.”’ 
In the New York Telephone Directory there are inserted the words “Phila. & Read- 
ing Ry., ft. W. 23rd St. Chelsea 6550."" The United States Supreme Court says: 
“These signs on the terminal, this insertion in the telephone directory, and the 
information given in response to inquiries at the ticket office or over the telephone 
are all designed to facilitate and encourage travel and for the convenience of the 
public. Neither the Philadelphia & Reading nor the Baltimore & Ohio has any 
office or any employee at the terminal. The Philadelphia & Reading did not direct 
the insertion of its name in the telephone book. Chelsea 6550 is the number of. the 
trunk line of the Central Railroad of New Jersey; and that company pays the 
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contained shall in any way be deemed to alter, abrogate or in any way affect the 
provisions of Section 8707, Lord’s Oregon Laws, or any other provision in the laws 
of Oregon contained that subjects a foreign corporation to any penalty for carrying 
on business within this State without the lawful authority so to do.” (Laws of 
Oregon, 1917, Ch. 253.) 


TEXAS. 


DOING BUSINESS. Executing and mailing a letter of credit to a foreign 
corporation does not constitute “doing business’ by that foreign corporation in 
Texas so as to require its qualification. Tyler v. Consolidated Portrait Frame Co., 
191 S. W. 710. 


TAXATION. 
ARKANSAS. 


PLACE OF TAXATION OF DOMESTIC CORPORATIONS. The tangible 
personal property of a corporation should be assessed for taxation at the place of 
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whole expense of the telephone service.” Philadelphia & Reading Rwy. Co. v. 
McKibbin. (U. S. Supreme Court, No. 136, Oct. Term, 1916.) 
i OREGON. 
ADDITIONAL PENALTY FOR FAILURE TO QUALIFY. The 1917 
its domicile inside of the city limits, regardless of the situs of the property in other 
portions of the county. Arkadelphia Milling Co. v. Board of Equalization, 191 


Legislature has enacted a statute, in effect May 21, 1917, providing a penalty against 
S. W. 410. 


agents who conduct business in the name of an unqualified corporation. The new 
law reads as follows: “‘Any person or agent who conducts and carries on business 
within the limits of this State for or in the name of any foreign corporation not duly 
licensed or qualified to transact business within this State shall be deemed guilty 
of a misdemeanor, and upon conviction thereof shall be punished by a fine not 
exceeding $200.00 or by imprisonment in the county jail for a term not exceeding 
three months, or by both such fine and imprisonment. Nothing in this section 

: 2 ILLINOIS. 
NO TRANSFER TAX MAY BE IMPOSED ON FOREIGN CORPOR- 
.ATION STOCK owned by a non-resident, although the corporations in question 
namely Borden’s Condensed Milk Company and the Corn Products Refining Com- 
pany, both of New Jersey, have a portion of their tangible property and assets in 
Illinois. People v. Blair, 115 N. E. 218. 
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TEXAS 


; IMPORTANT LEGISLATIVE AMENDMENTS. S. B. 95, Laws 1917, 
: provides that the permit fee, which is equivalent to organization tax or entrance 
fee, payable by domestic and foreign corporations shall not exceed $2,500. Here- 
tofore, there has been no maximum. This law also provides that the fee payable 
by foreign corporations shall be based on the issued and outstanding capital stock 
rather than upon the authorized capital stock. 

S. B. 94, provides that the capital stock of a foreign corporation upon which 
the franchise tax is based “shall be that proportion of the entire authorized capital 
stock as the gross receipts from the Texas business of such corporation done within 
the State of Texas bears to the total gross receipts of such corporation from its 
entire business.” If such corporation has a surplus or undivided profits, the same 
shall be added to the entire capital stock and shall be taken and computed as a 
part thereof in determining the amount of such entire capital stock. This Act 
also does away with the minimum franchise tax of $25. 

Both of these Acts became effective on March 17, 1917. 








TRUSTS AND MONOPOLIES. 


UNITED STATES SUPREME COURT. 
*“*THE SOUTH AFRICAN STEAM LINES”’ violated the Sherman Law by @ 
paying a rebate to “loyal” shippers who used their vessels exclusively, thereby 
preventing the use of competitive facilities. Recovery of treble damages and 


interest suffered by shippers to South African ports is sustaifed. Thomsen et al. 
v. Cavser et al. (No. 2, Oct. Term, 1916). 


UNFAIR METHODS OF COMPETITION. 


UNITED STATES CIRCUIT COURT OF APPEALS, SECOND CIRCUIT. é { 


THE NAME “RAMESES” AS APPLIED TO CIGARETTES is infringed 
by the name “‘Radames.”’ Stephano Bros. v. Stamatoponlos, 238 Fed. 89. 


WASHINGTON. * 


“GROCETERIA” APPLIED TO A CHAIN OF GROCERY STORES is 
fanciful, original and entitled to protection. Subsequent use of the term “Pacific 
Groceteria” is an infringement. Though the original user was located in Seattle, 
it was entitled to protection of the name in Tacoma, if it did any business there. 
Groceteria Stores Co. v. Tibbett, 162 Pac. 54. 


2 ® 
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UNITED STATES DISTRICT COURT (RHODE ISLAND.) 


PROTECTION OF THE NAME “ROGERS” IN CONNECTION WITH 

PLATED SILVERWARE. Certain individuals procured the incorporation fof 

p the Cohannet Silver Company. This company was enjoined from use of the word 
“Rogers” upon silver-plated ware. (Wm. A. Rogers, Ltd., v. Cohannet Silver Co., 


186 Fed. 241.) Thereafter the same persons associated themselves with a workman 
named H. O. Rogers. With him they incorporated the H. O. Rogers Silver Com- 
pany. This constitutes unfair competition. Preliminary injunction against the 
use of the word “Rogers” by the new company, its officers, servants and agents 

: in connection with silver-plated ware, is granted. Wm. A. Rogers, Ltd., v. H. O. 

) #* Rogers Silver Co., 237 Fed. 887. 

UNITED STATES SUPREME COURT. 

THE ADAMSON LAW IS CONSTITUTIONAL. The Act of Congress of 
Sept. 3, 1916, 39 Stat. 721, C. 436, popularly known as the Adamson Law, provides 
a permanent eight-hour day as the standard day for employees of carriers en- 
gaged in interstate and foreign commerce, and further stipulates that wages shall 
not be reduced until thirty days after a certain commission reports upon the opera- 
tion and effect of the eight-hour standard, and that for time in excess of eight hours, 
employees shall be paid at a rate of not less than the pro rata rate for the eight- 
hour day. Chief Justice White wrote the opinion for the majority of the Court in 
upholding this law. Justice McKenna wrote a concurring opinion, and Justices 
Pitney, Day and McReynolds prepared separate dissenting opinions, Justice Ven 
Devanter concurring in the dissent. In conclusion Justice Pitney says that “‘it is a 
safe assertion that every dollar of the thousands of millions that are invested in rail- 
roads in this country has been invested without any anticipation or reason for 
anticipating that a law of this character would be adjudged to be permissible, either 


as a regulation of commerce or on any other ground.” Wilson v. New et al. (No, 
797, Oct. Term., 1916). 


OCCUPANCY OF LANDS IN FOREST RESERVATIONS by hydro-electric 
companies, may not be continued without permission of the United States. Utah 
Power & Light Co. v. U.S. (Nos. 202-207, Oct. Term 1916). 


THE WORKMEN’S COMPENSATION LAWS of New York (N. Y. Central 

R. R. Co. v. White, No. 320, Oct. term, 1916) of Washington (Mountain Timber 

} Co. v. State of Washington, No. 13, Oct. Term, 1916) and of Iowa (Hawkins v. 

t Bleakly et al. No. 35, Oct. Term, 1916) are held in the cases cited not to be repug- 
nant to the United States Constitution. 


OUR SUPREME COURT SERVICE reports cases of interest in full to sub- 
scribers as soon as possible after the opinions are handed down. Digests of cases 
on the docket pending argument or decision are kept on file in each of our offices. 

} Further information regarding this service may be obtained at any of our offices, 
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INCOME TAX. 


RULINGS AND REGULATIONS. 


For preceding reference to rulings see Corporation Journal, page 312. 


An amendment to the law requiring returns by corporations of names and 
addresses of stockholders and of dividend payments was approved by the President 
on March 3, 1917. (p. 335.) 


Treasury Decision 2401 cancels and supersedes Treasury Decision 2382. (p.336.) 


Depreciation allowance and treatment of expense for repairs and improvements 
on buildings built on a leasehold by the lessee or acquired as part of a purchased 
leasehold is contained in a letter from a Deputy Commissioner of Internal Revenue. 
(p. 336. : 

The taxability of income accrued to a decedent dying after March 1, 1913, but 
before October 3, 1913, is the subject of an opinion by the U. S. Circuit Court of 
Appeals for the Second Circuit. (p. 338.) 


A decision of the Court of Claims of the U. S. involving an insurance company 
treats the subjects of income, receipt by agent, net addition to and decreases in 
reserve funds. (p. 341.) 


Non-resident alien record owners may use certificate Form 1087 to disclose 
actual ownership and to claim exemption from withholding at source of domestic 
dividend payments. (p. 349.) 


The return and tax liability of a trustee in the U. S. for a non-resident alien and 
of an agent acting as attorney-in-fact for the same non-resident alien, are subject 
of a letter from a Deputy Commissioner of Internal Revenue. (p. 350.) 


No return is required from or in behalf of a non-resident alien unless taxable 
income from U. S. sources aggregates $3,000 or over, but tax is to be withheld by the 
source, and return thereof is to be made, on all payments, representing taxable 
income, made to a non-resident alien. (p. 351.) 


A letter from an Acting Commissioner relates to sale to a new corporation of 
assets of another corporation for stock, share for share of like par value. (p. 352.) 


According to correspondence with the Commissioner, loss to stockholders 
resulting from a closed transaction evidenced by exchange of stock of two merging 
corporations for stock in the resulting new corporation is deductible to the extent 
of their profits in similar transactions during the same tax year. (p. 354.) 

A U. S. District Court holds that dividends from earnings acquired prior to 
Jan. 1, 1913, are not taxable income, though declared and paid subsequent to that 
date and that income taxable to corporations for 1913 by virtue of the continuing 
force of the Excise Tax Act of 1909 through January and February, is determined 
in accordance with the provisions of the income Tax Law of 1913. (p. 355.) 

(NOTE.—The page references are to our Income Tax Service, 1917, in which 
these rulings are printed in full. Some of these rulings are formal treasury decisions; 
others are contained in letters answering specific questions.) 
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FEDERAL ESTATE TAX. 
RULINGS AND REGULATIONS. 
D For preceding reference see Corporation Journal, page 313. 


The method of determining the share in community property or property owned 
jointly or in entirety, to be returned as a portion of the gross estate of a decedent 
tenant is set forth in a treasury decision. (pp. 39-40.) 


An amendment enacted by Congress and approved by the President on March 
3, 1917, increases the rates of the estate tax. (p. 41.) 


} According to a Treasury Decision the deductions from the gross estate provided 
) in section 203, paragraph 1, are limited to amounts allowed under the laws of the 
local jurisdiction. (p. 42.) 


The duties of heirs, donees, trustees, fiduciaries, transfer agents and others 
having or coming into possession of property of a decedent whose estate is liable 
for estate tax, are set’ forth in a Treasury Decision. (pp. 43-44.) 


A letter from a Deputy Commissioner states that Form 704 is for exclusive use 
of executors or administrators. (p. 45.) 


(NOTE.—The page references are to our War Tax Service where these rulings 
and regulations are reported in full.) 


MUNITION MANUFACTURER’S TAX. 


A Treasury Decision holds that net profits received in 1916 or subsequent years 
on munitions contracts entered into but not fully performed prior to Jan. 1, 1916, 
shall be returned for the purpose of the tax as income of the year in which received. 
(p. 229.) 


(NOTE.—The page references are to our War Tax Service where these rulings 
are printed in full.) 


CAPITAL STOCK TAX. 
RULINGS AND REGULATIONS. 
For preceding reference see Corporation Journal, page 314. 


The “fair test” for determining when a holding company is subject to tax is 
) stated and applied in two court decisions (pp. 647-654). 


A corporation organized for the purpose of buying, owning, exploring, develop- 
ing, leasing, improving, selling and dealing in lumber lands, mining lands or other 
real property is subject to the capital stock tax (p. 655). 


(NOTE.—The page references are to our War Tax Service where these rulings 
are printed in full.) 
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MISCELLANEOUS TAXES. 
RULINGS AND REGULATIONS. 
For preceding reference see Corporation Journal, page 314. 


A Treasury Decision provides that untax-paid wines stored on unbonded premises 
are to be tax paid on or before May 1, 1917. (p. 444.) 


(NOTE.—The page references are to our War Tax Service, in which these reg- 
ulations are printed in full.) 


EXCESS PROFITS TAX. 


A letter from an Acting Commissioner of Internal Revenue answers specific 
questions relating to the term “actual capital invested” and the status of partner- 
ships engaged in the brokerage business. (p.906.) 


(NOTE.—The page reference is to our War Tax Service where this ruling is 
printed in full.) 


FEDERAL RESERVE. 
RULINGS AND REGULATIONS. 


For preceding reference to rulings see Corporation Journal, Page 314. 
An announcement is made in regard to refunding of United States bonds. (p. 658.) 


Informal rulings have been issued regarding purchase of non-negotiable war- 
rants, method of handling acceptances, advisability of investing in warrants and use 
of note emblems on stationery. (pp. 659-660.) 





eemecvene 


The Law Department has published opinions on bills of exchange drawn against 
actually existing value, that branch banks are not independent corporations, on 
the transfer of federal reserve bank stock and on drafts payable with interest. 
(pp. 661-668.) . 


Statements have been issued regarding loans on United States bonds or notes 
and regarding the Federal Reserve Bank of New York Agency at Paris, France. 
(pp. 669-670.) 


(NOTE.—The page references are to our Federal Reserve Act Service which 
reports all rulings and regulations of the Federal Reserve Board. 








TRADE COMMISSION. s 
RULINGS AND REGULATIONS. 


A joint resolution of Congress, approved by the President on March 4, 1917, 
extends until Jan. 8, 1918, the effective date of section 10 of Anti-Trust Act approved 
Oct. 15, 1914. (p. 82). 
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Conference Rulings Nos. 49 to 55 relate to misleading labels and advertising 
(pp. 83-89). 


(NOTE.—Page references are to our Federal Trade Commission Service which 
) reports the rulings, regulations and opinions of the Federal Trade Commission.) 


STATE LEGISLATION. 


A number of the Legislatures of the states in which regular and special sessions 
were held this winter have adjourned. Many important laws relating to corpora- 
tions, labor and taxation have been enacted which:went into effect*immediately. 
Our Legislative Department is prepared to furnish advance copies of such laws at a 
reasonable charge per copy. If all the new laws on any particular subject are 
desired, an estimate of the total cost will be given upon information as to the subject 
and the States to be covered. 


CONGRESSIONAL LEGISLATION. 


The first session of the 65th Congress will convene April 2, 1917. We antici- 
pate that this session will be a particularly busy and important one to business 
interests. 31,000 House and Senate bills and resolutions introduced since December 
5, 1915, died at the expiration of the 64th Congress, on March 4. Many of 
these measures were left in the hands of committees or were not reached on the 
calendars. No doubt a large number of them, including bills for the control of labor 
disputes affecting interstate commerce will be re-introduced at the coming session. 


nee — @& ert ee 


New legislation will be required to clarify and cure defects in the “Excess Profits 
Tax Law.”’ An intimation of a treaty of peace between the belligerent countries 
; » will be a signal for a revision of our revenue laws, especially as to import duties. 
; It is impossible to forecast the particular legislation that will be enacted, or the 
particular business interests that will be affected, but experience has sown that 

many general subjects will receive attention by the new Congress. 


Prompt and accurate information is necessary. Our Legislative Department 
is prepared to report the advice of the introduction of bills of interest and the sub- 
. sequent action taken thereon, also to furnish copies of such bills as introduced, as 
) amended from time to time, and as enacted into law. Folder containing a list 
of subjects of legislation of particular interest to business may be obtained upon 

application to our nearest office. 


THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference. We furnish a substantial binder for $1.50. 
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ADVANTAGES 
under the 
DELAWARE CORPORATION LAW 
Shares may be issued without par value. 
Low initial cost and annual franchise tax. 
Short and simple procedure for organization. 
Any power excepting banking and insurance may be 


obtained under the General Law. 


Stockholders’ and directors’ meetings may be held with- 
out the State. 

Resident director not required. 

Disclosure of financial affairs not required in reports. 

Stock held by non-resident individuals or corporations 
exempt from taxation of any kind. 

Personal property tax not. assessed on corporations not 


doing business in the State. 


The fourth edition of our booklet, “Business Corpora- 


tions under the Laws of Delaware,” revised to include 1917 


Legislative charges, contains a detailed enumeration of 





features of the law, an analysis of its requirements under 
headings enabling quick reference to particular points, a 
blank certificate of incorporation and a form of by-laws. 
Attorneys may obtain copies of this pamphlet at any of our 
offices without charge. 


THE CORPORATION TRUST COMPANY. 








